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Depositenbanken und Spekulationsbanken. Ein Vergleich deut- 
schen und englischen Bankwesen. By Adolf Weber. Mtinchen 
und Leipzig, Duncker und Humblot, 1915. — xvi, 384 pp. 

Bankpolitik. By Felix Somary. Tubingen, J. C. B. Mohr 
(Paul Siebeck), 19 15. — xi, 289 pp. 

Das Depositengesch'dft der Berliner Grossbanken. By GUSTAV 
Motschmann. Munchen und Leipzig, Duncker und Humblot, 
1915. — xxi, 662 pp. 

Covering, from quite different angles, some of the latest develop- 
ments of both theory and practice in German banking, these three 
volumes offer an excellent review of the situation in that branch of 
business existing prior to the European War. Dr. Weber remarks that, 
while it proved impossible to add to the contents of his volume sub- 
sequent to the outbreak of the struggle , much that had occurred prior 
to the time of his last writing had confirmed, and little or nothing had 
tended to disprove, his conclusions. The other volumes frankly deal 
with conditions as they were before the opening of the contest. All, 
therefore, relate to what, in the rapid march of recent events, must be 
regarded as a past era in banking abroad ; for, however farsighted and 
able the analysis and conclusions offered, much that has happened 
could not have been foreseen, much will call for further description and 
explanation, and some at least of the material is already behind the 
times. The group of volumes, nevertheless, affords an excellent body 
of basic information for the use of those who would thoroughly examine 
from an historical standpoint German and general European banking 
problems as they will exist at the close of the struggle. They must, in 
the light of recent events, be regarded as incomplete, and their conclu- 
sions must be received with some caution at important points, but they 
supply a distinctly useful body of data. Very interesting comparative 
statistical matter is embodied in each of the studies, either as appen- 
dices or as additions to and illustrations of the textual discussion. 

Dr. Weber's work is probably — to American readers at least — the 
most interesting of the three volumes. Chiefly devoted to a compari- 
son of the merits and demerits of the German and English systems of 
banking, it contains a sufficient amount of introductory historical mat- 
ter to enable the general reader to follow the theoretic analysis of 
current practice with intelligence. The first portion of the study is de- 
voted to the development and tendencies of note-issuing institutions in 
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the two countries ; from this attention is shifted to the organization and 
business of the Spekulationbanken — the commercial banks as we 
should call them — of England and Germany. From one standpoint 
the book may be described as a comparison of the note-and-reserve 
systems on the one hand, and of the commercial and investment bank- 
ing institutions on the other. Dr. Weber discusses with special care 
the drift toward the concentration of business in the hands of the "great 
banks " — a tendency regarded as the necessary outgrowth of the steady 
increase in the size of the business unit all over the world — the devel- 
opment of the branch system , the various forms in which commercial 
loans are being currently made, the capacity of the various types of in- 
stitution for earning dividends, the degree of safety they afford to 
customers, and finally the points at which reforms are needed. 

It would be impossible to do more than mention one or two of the 
more striking points developed by the author, but among these should 
be noted his argument designed to show the growth in recent times of 
an over-expansion of credit in both countries through the use of the 
acceptance , and the failure, particularly in England, to guard the liquid 
condition of the bank assets with adequate care. As to the former 
point Dr. Weber makes it clear that great as is the utility of the bank 
acceptance in the development of the discount market, very slight 
errors in judging credit may make it an exceptionally dangerous ele- 
ment in the situation at almost any moment. The great recent expan- 
sion of the acceptance business in England has, according to the author, 
been carried to a point which promises that it will early equal that of 
the German banks, although the development even with the latter 
' ' nicht so erschreckend ist wie es manchmal dargestellt wird. ' ' A point 
of difference more important than the mere amounts of the acceptances 
is that, whereas in England the acceptance is chiefly used to effect 
transfers or shipments of goods, in Germany it serves also the purpose 
of a means of making production loans. The general expansion of 
credit obligations as compared with cash has been a notable feature of 
banking development in both countries for several years past and indi- 
cates a condition of declining " liquidity." Various ways of overcom- 
ing this danger are noted and special stress is laid upon the need of 
better bank examinations. The English system of examination is, 
however, regarded as far from affording a pattern for other countries. 

Dr. Somary's work, Bankpolitik, is more dogmatic and general in 
character than the descriptive discussion of Dr. Weber. Nevertheless 
it is by no means abstract, since it affords a good many practical illus- 
trations and analyses. The author first analyzes the idea of the bank 
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as such, and classifies banks by groups of institutions. The proper 
relation between the various items included in gross assets and those 
included under gross liabilities is then considered, and the treatment 
turns to a detailed account of the principles governing the use of vari- 
ous classes of accommodation, such as current refundable credits for 
use in exporting and importing, acceptances, loans for productive pur- 
poses, stock-market advances and others. This portion of the volume 
is succeeded by a discussion of the note- issue question, involving the 
use of notes in reserves, taxes on note issues, and a variety of kindred 
topics. In a final section the concept of a market for capital as dis- 
tinct from a market for discounts or commercial credit is set forth ; 
and in this connection the book goes considerably beyond the field 
which English or American writers would include under the title 
Bankpolitik. 

Most readers in the United States will find their interest much more 
strongly held by the earlier portions of the work. A good deal of the 
volume is occupied with the arrangement in somewhat new or unfamiliar 
ways of material already tolerably familiar to the informed reader. In 
sundry cases American and English students will not altogether agree 
with the groupings adopted. Thus, for example, banks as such are 
classed as note-issue institutions, deposit banks, financing houses, in- 
surance companies, and mortgage-loan concerns. In each and all of 
these, says the author, the essential banking idea exists, while a basis 
of differentiation is found in the ways in which they obtain and the ways 
in which they apply their funds. It is admitted that there is in practice 
a " union " between the note and deposit business ; but why such should 
be the case is not explained , nor is the identity of the note and deposit 
clearly established. So, likewise, in his classification of money-market 
credit, Dr. Somary recognizes two groups of loans — those based on in- 
dustrial operations and those based on stocks. Both classes, he says, 
have certain properties or qualities in common : notably ( i ) short-term 
maturity, (2) application to a specified economic purpose, and (3) 
separation between the interests of lender and borrower, the former not 
being directly concerned in the success of the enterprise for which the 
loan is obtained. There will be doubt in most minds as to the validity 
of this analysis, particularly as regards the short-term maturity of the 
stock-exchange loan in any other than a purely technical or legal sense. 
There are also parts of Dr. Somary's volume in which facts have not 
been altogether carefully ascertained. A notable example is afforded 
in the treatment of the New York money market and banking situation, 
where several obvious and unnecessary errors of a serious nature are 
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made in describing the system of deposits with reserve -holding banks. 
There are other points, too, chiefly relating to non-German conditions, 
at which the statements relied upon by the author as a basis for some 
of his conclusions appear to be anything but well founded. Altogether 
the volume is by no means so successful as the companion work al- 
ready described. 

A much more " intensive " and local study than either Dr. Weber's 
or Dr. Somary's book is found in The Deposit Business of the Greater 
Banks of Berlin. Recent years have witnessed important progress in 
modes of payment in the Berlin business and banking community. 
The development of the deposit and check system during the past dec- 
ade has been the crucial point in the great alterations that have taken 
place in the money and credit systems of the Empire. Although at the 
time of the German bank inquiry some attention was given to the de- 
posit question, the principal issues connected with or arising out of it 
were not sharply or closely analyzed, and the result has been, according 
to Motschmann, to leave the subject still in need of careful considera- 
tion with a view to bringing out its true bearings. With the gradual 
recognition of the issue of notes as a state-supervised and closely con- 
trolled monopoly, more and more emphasis has been laid in most 
countries upon the deposit account, and the author correctly empha- 
sizes the thought that, for a good while past, much too close attention, 
relatively speaking, has been devoted to the note-issue function. That 
this function has become more and more closely allied with the issue of 
money and is today practically a subordinate element in the bank-re- 
serve problem is a peculiarly German view which the author shares in 
common with many other recent writers. He is on safer ground when 
describing and emphasizing the commercial reasons that have tended 
in all countries, of recent years, to bring to the fore the deposit 
function, as opposed to note issue. 

Probably the best part of the author's work is found in that con- 
siderable portion of his book which is devoted to a review of the pre- 
vailing practice of the different classes, professions, groups of business 
and other elements in the community regarding the use of the check 
and deposit system. While in many cases it is not possible to give 
exact statistical data on this subject, the general conditions set forth by 
the author are illustrative of the very recent changes and tendencies 
that have occurred in German commercial circles and afford probably 
a closer and more detailed review of the general situation than any 
thus far made available — certainly to English-speaking readers. While 
the study is far too highly specialized to be of direct value to more than 
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a limited number of American students of currency and banking, it will 
undoubtedly afford them distinctly useful data when the general state 
of things in Germany comes up for review at the close of the war and 
requires some fixed milepost, representing ante-bellum conditions, for 
use as a starting point from which to measure the changes that have 
taken place. 

It is an interesting circumstance that volumes of so elaborate and de- 
tailed a character, relating to currency and banking but without more 
than a remote reference to the changes of the past two years, could be 
issued in Germany at a time like the present. The fact speaks loudly 
of the subconscious belief evidently present in each author's mind that 
whatever may be occurring out of the ordinary today is purely a tem- 
porary phenomenon soon to be thrown into the background by the 
restoration of the " normal " or " evolutionary " conditions that pre- 
vailed at the beginning of the struggle. These were the result of a 
long period of development, not only in banking, but in the building 
up of economic institutions generally upon the footing they had gained 
just prior to the opening of the war, and a radical transformation evi- 
dently is not looked for. How far this confident expectation, which 
forms the chief basis for the publication of such volumes at the present 
time, will be sustained by facts, only the future can determine. Mean- 
time, the process of testing the banking and financial system upon 
which Germany depends, and of ascertaining the degree to which her 
newly-evolved commercial practices may be considered sound and 
stable, is still going on, and from day to day assumes new degrees of 
seriousness and severity. A careful study of conditions as they existed 
two years ago throws much light upon the points at which weaknesses 
may be expected to develop and the reasons for not a few of the unex- 
pected expedients that have been adopted for the support of the 
financial mechanism of the country. 

H. Parker Willis. 

Federal Reserve Board. 

Rural Credits. By Myron T. Herrick and R. Ingalls. 
New York, D. Appleton and Company, 1914. — xix, 519 pp. 

The purpose of this book is to " throw light upon the subject of 
rural credits and to lay before the American people the customs and 
laws in operation in other countries." Its point of view is that of the 
experienced worker in the cooperative field, slightly tinged, perhaps, 
by partisan Republicanism (page 32), together with an extraordinarily 
vivid appreciation both of the dangers of socialism and of the tran- 



